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ABSTRACT 
Dynamic market conditions and seemingly insatiable demand have created a 
complex and exciting environment for the development of both domestic and 
international brands in the Peoples1 Republic of China. Inside China, there are ever 
increasing numbers of consumers with ever increasing discretionary income. 
Globally, the perceptions of the 'Made in China' label and increased market shares 
by Chinese manufacturers in many foreign markets have implications for the 
management and performance of Chinese brands. The challenges and opportunities 
for Chinese domestic, international and transnational brands are considered in this 
chapter. 
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Introduction - why China? 
China may have been the first society to demonstrate the use of metaphors to add 
intangible value to products and to thus create 'brands'. Eckhardt and Bengtsson 
(2007) have found preliminary evidence of branding (White Rabbit brand on a 
packet of sewing needles) dating back to the Song Dynasty (960 to 1127 CE), long 
before the concept of 'brands' became prominent in the West. 
Twenty-first century China is a geographically and economically diverse country. 
In a very short time period it has grown into a commercial powerhouse, producing 
over half of the world's growth through unprecedented economic, social and 
market development (Peng 2005). China will soon be home to the world's fourth-
largest population of wealthy households37. There are 650 million mobile phone 
users in China, with six million new subscribers added every month. There are 
more than 340 million internet users in China38, In January 2009, the Chinese 
Government increased its estimate of how much the economy grew during 2007. 
The revision meant China's economy overtook Germany's to become the world's 
third largest in 2007. In fact, China's economy has grown tenfold in the past 30 
years39. Tim Condon, head of Asia research at ING Group NV in Singapore, said: 'If 
China continues to grow at its average rate in the past 20 years and if the US does 
the same, it will overtake the US. There's no doubt that that will happen - it's just a 
matter of time.'40 
Economic activity in China dictates much of what occurs in the global financial 
markets of the world. Assumptions that the rules of business in China are the same 
as anywhere else in the world are quite erroneous. As James McGregor, former 
Wall Street Journal China Bureau Chief, has stated: 'Nothing is as it seems and 
nothing about business in China is easy.' For example, there are more than 135.,000 
advertising agencies in China, but it's believed not all of them win business on the 
basis of merit. Recently, a renowned global agency presented its credentials in a 
new business pitch, to discover that the prospective client had invited their local 
agency to watch from behind mirrored glass. 
However you look at it, emerging markets are where some of the most exciting 
developments in branding are taking place (and this will be true in the future). In 
response, this chapter will explore branding in China from three perspectives: the 
consumer's, management's, and through the developing phenomenon of Chinese 
brands abroad. For consumers in China, one of the most pressing issues is around 
the differing brand experiences across the 'tiers' of Chinese cities. Additionally, the 
competition between domestic brands and incoming international foreign brands is 
an issue. And, Chinese brand managers are faced with multiple market fronts, 
including China, the Asia-Pacific region, and further afield in the US and Europe. 
37 Mckinsey Quarterly 
38 Internet World Stats, May 2009 
39 BBC New, 19 January: China's Economy Leapfrogs Germany's 
40 Bloomberg, January 19: China Passes Germany to Become Third-Biggest Economy (Update3) 
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Management of Chinese brands in each of these markets requires differing 
approaches and differing strategies to anticipate and successfully cope with a 
myriad of economic, political and social factors. 
This chapter is set out as follows. First, we explore branding in China and how the 
differing social and economic 'tiers' of cities affect the performance of domestic and 
international brands. Second, we examine consumers' responses to domestic and 
international brands with particular reference to the brands that have performed 
well. Third, brand management within China is discussed, including the 
development of transnational brands in the East-Asian region. Fourth, we show 
how Chinese brands are performing internally, and how these brands can be 
affected by various country-of-origin effects such as the 'Made in China' factor. This 
chapter then concludes with some thoughts on how brands in China, and Chinese 
brands abroad, may develop in the future. 
Branding in China 
While China is highly regionalised, delineation can be drawn between the 
predominantly coastal 'Tier 1' cities, and the 'Tiers 2 and 3' inland cities (Sinha 
2007). This separation of development did not occur naturally - during the 1980s, 
the Chinese government began to allow investment by foreign firms into China 
under a specific strategy of opening up only seaboard ports (useful for import and 
export) (Zhao 1999). Tier 1 cities (such as Beijing, Shanghai and Gungzhou) are 
large, predominantly eastern seaboard cities (see Figure 13.1) They are considered 
more cosmopolitan, and people from these cities generally have had more exposure 
to foreign cultural experiences and influences - having interacted with foreigners in 
their own cities or while abroad. Consequently, consumers in these cities have had 
greater exposure to foreign brands, and international brands do better in these 
cities than in regional areas. 
Regional cities (Tiers 2 and 3, but predominantly Tier 2), such as Chengdu, 
Hangzhou and Xian (see Sinha 2007 for a listing of Chinese cities by 'tiers'), have 
smaller populations but are more numerous than Tier 1 cities. Regional cities are 
more inland and tend to have populations who have travelled less outside of China 
and have had less exposure to foreign influences and foreign brands. Consumers in 
these areas are considered much more traditional in their outlook than consumers 
in the Tier 1 cities, and international brands have traditionally not performed as 
well in these areas (for a number of reasons that will be explored later in this 
chapter). Domestic brands (and regional brands specific to the area) have tended to 
perform much better. 
As Tier 1 cities are increasingly becoming up-market, cosmopolitan metropolises, 
the production costs for manufacturers in these cities have also increased. As a 
consequence, manufacturers and firms are now looking to place production and 
office facilities in relatively cheaper Tiers 2 and 3 areas. With these increased 
investments from China's ever-growing industrialisation, standards of living are 
improving in the inland regions, resulting in a commensurately ever-growing 
middle class that has increasing amounts of discretionary income. Nineteen per 
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cent of China's total GDP in 2004 originated from the Tier 2 regional cities (National 
Bureau of Statistics 2004). With a high disposable income relative to the rest of the 
country (RMB30,000 per annum, or approximately US$4,000) and with a curiosity 
to try particularly Western brands and products, China's new middle class will, it is 
believed, soon make up the majority of Chinese consumers. In 2015, China's middle 
class is expected to constitute around 80 million households41 • 
Figure 13.1 GDP per capita by provinces in mainland China, 2004 
(South China Sea Islands not shown) 
Source: WikiProject China Provinces, 2006. 
According to The People's Daily Online (July 2009), China has overtaken the US to 
become the world1s second largest luxury market Qapan being the first). It claimed 
that China1s 'super rich' bought a quarter of the world's luxury goods in 2008, at an 
estimated US$8.6 billion42. The world's largest multinationals have been quick to 
take advantage of the growth potential in China. With a mix of savvy marketing 
and smart adaptation to Chinese culture, major global brands are increasingly 
becoming household names. 
41 McKinsey Quarterly, The value of China's middle class, June 2006 
42 World Luxury Association 
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Consumption and purchasing behaviours by Chinese consumers mirror the 
transitional nature of the Chinese economy. Work by Uncles (Undes & Kwok 
2008a; Uncles & Kwok 2008b) has reported that Chinese consumers are beginning 
to embrace more 'Westernised' purchasing venues such as supermarkets and 
hypermarkets, but still retain a connection to more traditional store types such as 
grocery stores and free/wet markets (a form of traditional neighbourhood open 
food market). 
Gao et al. (2006) point out that foreign brands appear to have the advantage in 
transitional economies such as China, as these brands are already stronger and can 
draw on a greater store of resources (both financial and human) to support the 
brand. Yet, Gao et al. (2006) also argue that domestic brands will have an advantage 
within the marketplace, as they are closer to consumers, supported by local 
governments, and have access to domestic market information. Given these various 
advantages and disadvantages, estimating the success of both domestic and 
foreign/international brands within the Chinese context is difficult and complex. 
There are no broad generalisations when it comes to describing the success, or lack 
thereof, of brands within China. Rather, a myriad of factors play into consumers' 
responses to domestic, international and transnational brands. 
Figure 13.2 Advertising in China 
Consumer perspectives 
Chinese consumers' responses to domestic brands 
Although becoming increasingly sophisticated (Cheng-Lu et al. 2004), Chinese 
consumers - especially in the inner Tiers 2 and 3 cities - still demonstrate 
ethnocentrism in their purchasing behaviours (Hsu & Nien 2008). Two-thirds of the 
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respondents in the Real China Revealed study by Ogilvy Discovery and Mindshare 
Insights (2006) indicated that they would not pay more for well-known 
international brands, but that they would pay more if a product demonstrates good 
value for money. Not surprisingly, domestic Chinese brands (such as Legend, 
Fenghua & Slek to name a few) have enjoyed something of a rise in popularity 
(Ewing et al. 2002). 
The performance of domestic brands in China needs to be understood in the 
context of the central government's 'tiered' development strategy. China is big. 
Moving products through the country is difficult and expensive. China is also very 
regionalised. Regional infrastructure makes the movement of goods even more 
problematic. For example, regional governments have been known to impose taxes 
on products that are not produced in that region (Zeng & Williamson 2003). Thus, 
transporting products from elsewhere (whether international or domestic products 
from other regions) into inland regional areas is more expensive. So, there is a 
preference by consumers for regional domestic brands. 
Chinese consumers' responses to international brands 
International companies looking to enter into the Chinese market often face a 
number of cultural and regulatory hurdles, including brand name translation and 
consumer sentiment towards foreign brands. 
Brand name translation 
A significant issue for international brands entering the Ch~ese market is brand 
name translations, and the meanings that are derived from translating brand 
names. Coca-Cola's success in China is an example of combining astute business 
strategies with a meaningful translation of the brand name. The translation of 
Coke-Cola ('kekoukele') gives a literal translation of 'Can-Be-Tasty-Can-Be-Happy' 
(Li & Shooshtari 2003) and a concept translation of 'tastes good and makes you 
happy' (Dong & Helms 2001) - an exceptionally salient and meaningful translation 
in terms of the Coca-Cola product. Conversely, product confusion can arise with 
some brand names - Maxwell House coffee was initially translated as 'mai-shai' -
indicating that it was the Mai family brand, or that it was 'related to wheat' (Dong 
& Helms 2001). For a coffee-based product, this was an obvious problem. The script 
in which the brand is written (logographic, syllabic and alphabetic) may also affect 
the ability of Chinese consumers to relate meanings to the brand name (Pan & 
Schmitt 1996). 
Foreign brands in China are associated with high quality, and Chinese consumers 
have high expectations of these brands (Tai 2008). Certain product categories in 
China are disproportionately affected by cultural and generational factors. For 
example, in the clothing and apparel markets, the vast majority of Chinese 
consumers have small and undifferentiated wardrobes (Wai-Chan, Cheung & Tse 
2007). The attraction towards a clothing item, especially for foreign brands, is not 
dictated by the associated brand name. However, younger Chinese consumers are 
beginning to develop more 'Westernised' approaches to brands - demonstrating 
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increased consumer involvement with clothing brands and an increased perception 
of premium brands as status brands (O'Cass & Choy 2008). Accordingly, companies 
looking to enter China, or to increase an already existing market share in China, 
will need to be mindful of this 'youthful' aspect of the Chinese market. Already, 
international brands have had varying degrees of success in China due to a variety 
of factors, including variable consumer-acceptance/resistance, joint-venture 
successes/ failures, and local competitive responses. The following are some 
examples of successful international brands in China, and some of the strategies 
that may have produced these favourable outcomes. 
International brands 
PHILIPS Ml NOKIA Qk.~'!:'~ 
Nokia currently controls the mobile handset market with more than 35 per cent 
market share in China. It has been Nokia's largest single market since 2005. Central 
to Nokia's success has been its efforts to decentralise and its ability to talk to the 
many target audiences which exist in China. For example, since 2003 Nokia has 
expanded from having three sales offices in China to having 70. Rather than eight 
national distributors, it now has 50 provincial distributors. In addition, Nokia 
continues to develop products designed specifically for Chinese consumers in 
lower-tier cities and rural areas. Understanding that most of the population in less 
developed areas could not relate to the romanised version of Chinese characters, 
Nokia created simpler phones which allow users to write characters with a stylus. 
Budweiser has undoubtedly become a symbol of national teamwork and 
cooperation. And although it only accounts for 2 per cent of the Chinese beer 
market, Budweiser controls more than 40 per cent of the premium beer market. The 
brand plans to distribute its product to more than 200 cities, up from 100, over the 
next five years. 
In China, McDonald's boasts over 1,000 outlets and continually drives marketing 
innovations, including home delivery and a considerable online focus. Despite a 
slowing of the global economy, McDonald's continues to thrive - with expansion 
plans for another 150 stores in 2009. 
Another example is Proctor & Gamble's skincare brand, Olay. It is China's largest 
advertiser with a budget of more than RMB1 billion (approximately US$150 
million). In contrast to its message in more developed countries, Olay is considered 
an aspirational brand in China, with the brand promise of finding you a husband. 
Its unique positioning has led to phenomenal success in comparison to local, more 
established Chinese brands. 
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Counterfeiting 
The production and distribution of counterfeits of major luxury brands in China is 
a significant issue (Bian & Velouotsou 2007; Phau & Teah 2009). Research from the 
Asia Pacific region has indicated that, when luxury brands are subject to 
counterfeiting activities, consumers of the genuine brand feel a loss of exclusivity 
and resort to consuming the luxury brands in less conspicuous manners - or even 
abandoning the genuine brand altogether (Commuri 2009). However, consumers in 
Shanghai appeared to make little differentiation between genuine and counterfeit 
productions of luxury brands, even on fundamental aspects of quality, reliability 
and functionality (Pahu & Teah 2009). Such challenges to the authenticity of brand 
in China are a key consideration when examining the behaviour of the brands. 
Management perspectives 
Ewing et al. (2008) conducted a study of the brand orientation of senior managers at 
69 Chinese companies in 2007. Results indicated that the profitability and 
organisational performance of companies could be differentiated on the basis of 
brand orientation - in particular, whether brands excel at delivering the benefits 
customers truly desire, whether the brand is properly positioned, whether the 
brand is consistent, whether the brand portfolio and hierarchy make sense, and 
whether the brand managers understand what the brand means to customers. Put 
simply, companies that scored higher in terms of these brand orientations were the 
more successful firms in the sample. In a follow-up, the authors also conducted 
qualitative interviews with senior managers at ten major Chinese companies. 
Results from these interviews showed that over the past 10 years there has been an 
evolution in terms of companies' brand strategies and orientations, particularly 
around 2004-05 (a notable period in China when the central government began 
implementing policies argued to have a 'consumption-boosting' effect on the 
spending behaviours of Chinese consumers). In particular, many companies noted 
that they began to develop more sophisticated and proactive brand strategies 
(possibly also as a response to the growing sophistication and brand awareness of 
Chinese consumers). 
The strategic brand development of these companies included multiple brand 
approaches to respond to a growing segmentation in the Chinese market, and also 
the development of umbrella brands to house several brand lines when there was 
too much disparity between the brand lines. The brand managers at these Chinese 
companies demonstrated that they were responsive and willing to invest in the 
development of their companies' brand identities, and cognisant of a range of 
leveraging strategies (such as using corporate social responsibility) in order to build 
brand equity. 
In addition to the development of local brands internally, there is an increasing 
push across Asia, and with some Chinese firms, to develop Asian transnational 
brands - brands that are positioned as 'Asian' brands rather than as 'Chinese', 
'Malaysian' or 'Taiwanese' brands (Cayla & Eckhardt 2008) - thereby shifting the 
220 
Chapter 13 - Emerging brands: The case of China 
brand away from nationalistic affiliations towards regionalism. Cayla and 
Eckhardt' s (2008) extensive case studies of firms across the East Asian region 
showed that the benefits of strategically positioning a brand as 'Asian' are seen as 
an increased association with the idea of East Asia (cosmopolitan, youthful, urban 
and modem) and less association with nationalism images that may not accord 
with the product or brand (i.e. Singapore and beer). 
Branding from China 
Chinese brands abroad 
In March 2001, Jiang Zemin announced a 'going aboard policy' for China, an 
encouragement for Chinese companies to start broadening their investments 
beyond China's borders. This announcement came as the Chinese government's 
investments in the research and design of government laboratories, biotechnology 
companies, and technology start-up groups that began in the 1990s came to 
maturation. In response to the announcement, many leading Chinese companies 
are prioritising globalisation and multinational investment as a key business 
strategy (Dietz, Orr & Xing 2008). In particular, the Chinese government has urged 
some of the largest Chinese companies to expand through selling branded products 
abroad (Kotler, Pfoertsch & Michl 2006). While large multinationals have 
penetrated China's market, a number of Chinese brands have started looking for 
new foreign market opportunities. Infiltrating new markets has been swift, as many 
Chinese companies already have experience selling internationally. However, 
Chinese products are facing major quality issues which still need to be addressed in 
the short term. With recent recalls across various product categories, China has a 
considerable hurdle to overcome in convincing consumers that 'Made in China' 
products are of a high quality. A generation ago, many Japanese and Korean brands 
were in a similar position. To counteract the negative perception, corporations such 
as Sony and Samsung built global markets by concentrating on product innovation 
and technological ingenuity- continuously reinforcing reliability and quality. 
While many Chinese companies may be thinking in terms of financial strategies for 
international development and investment, Brouthers and Xu (2002) found that 
some Chinese companies were indeed shifting to a branding strategy as a way to 
increase market share. One of China's leading companies, Haeir, implemented a 
deliberate strategy to improve both domestic and international market shares (see 
Liu & Li 2002), which cemented it as a major player in the international market. 
Haier group, located in the Qingdao (an eastern seaport city in Shandong province), 
reportedly cornered almost half the US market for small refrigerators in 2002, and 
over 60% of the US market for wine coolers (Zeng & Williamson 2003). Importantly, 
this market share increase was achieved under the Haier brand name, not as a 
supplier under another US or European name. Additionally, these overseas 
successes were gained while Haier maintained a leading brand preference amongst 
consumers on the domestic front in China (Ogilvy Discovery and Mindshare 
Insights 2006). 
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China brands 
~ 
•••• '' HUAWEI 
.&a-IHl!ill .... Haiet •• le nova 
Tsingtao is a brand closely associated with China and is growing in popularity 
overseas. According to Interbrand43 it is China's best brand ambassador. 
Lenovo, formerly known as Legend, bought the IBM notebook brand for US$1.25 
billion in 2005. Lenovo is the number one PC maker in China, and is one of the best 
known Chinese brands overseas, according to Interbrand. However, despite its 
success, Lenovo continues to struggle with establishing brand preference overseas, 
with foreign consumers still demanding IBM. 
Haier, a household appliance company, has established itself overseas as a brand 
that represents cheap but reliable refrigerators and washing machines. Haier 
generates USD 2.6 billion revenue a year with 25 per cent derived from foreign 
markets, and is considered the leader of all established Chinese brands overseas. 
Haier spends around four per cent of its revenue on research and development, and 
has established local product development teams in Tokyo and the US to develop 
more high-end products and to expand its customer base. 
Huawei Technologies makes telecommunications equipment,' and generates US$8.2 
billion in revenue per annum, 65 per cent of which comes from overseas markets. 
Huawei invests more than USD800 million on research and development every 
year and is already competing successfully with the likes of US-brand Cisco for 
telecom network equipment. Huawei is now moving into the consumer space, 
making handsets and set-top boxes for televisions. 
Established in 1999, Chery is the fastest growing and fourth largest car brand in 
China. It is also China's biggest car exporter, selling over 50,000 cars in 30 
developing countries in 2008. Most significant was Chery's export deal in July 2007 
with Chrysler. The first Chinese-made cars are scheduled to be shipped to the US 
and Europe in 2010. 
However, there have also been some notable failures, such as TCL computers. In 
2002 TCL was China's largest corporation. It tried to buy brand reputation by 
buying in French TV maker Thomson. But five years later, the company is in 
extreme financial strife. 
43 (Made in China report 2007) 
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Country of origin effects - an evolution towards 'Brand China'? 
Brands originating from China have previously been viewed by the international 
consumer market as an indication of cheapness and as having a commensurate lack 
of quality (Ewing, Napoli & Pitt 2001; Loo & Davies 2006; Fombrun & Pan 2006 for 
a more detailed analysis of these effects). However, the 'Made in China' label is 
becoming more powerful in its own right, synonymous with cheap but acceptable 
products (especially for cheaper scale products such as pens and Christmas 
decorations (Zeng & Willliamson 2003)). At the other end of the product spectrum, 
Chinese companies are increasingly demonstrating that they can produce 
competitively-priced and high-quality goods in product areas such as whitegoods 
and motorcycles (Gao, Woetzel & Wu 2003). As Loo and Davies (2006) point out, 
Brand China - an image that encapsulates both traditional values and elements of 
progressive modernity - could be a superbrand in the making. However, this kind 
of evolution takes time, as the case study below illustrates. 
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China tomorrow 
While it would be tempting to examine the economic and market development of 
China through the lens of the western model, doing so would produce a faulty and 
flawed picture. Anna Tsui (2004, 2007) has argued in a number of papers for 
research to undertake anemic approach - that is, collect data and derive theories 
from within the culture to enhance the relevance of the findings and to be culturally 
specific - as opposed to an etic approach - that is, apply a seemingly 'culture-
neutral' framework to the findings from any given context. Tsui's (2007) argument 
is that there is a tendency, especially in the management literature, to homogenise 
research under the same theoretical banner. Instead, she argues that an indigenous 
approach should be taken to any research conducted in other cultural contexts, 
especially in contexts such as China. For brands, taking such an approach is of 
special importance. There are many China-specific and Asia-specific brand 
phenomena that do not necessarily have parallels with US or European experiences 
of brands. Some of these issues - such as transnationalism, Made in China, and 
authenticity - have been covered in this chapter. However, as has been 
demonstrated by other authors, with Chinese consumers having access to increased 
amounts of disposable income, similarities to Western brand patterns have become 
apparent (Uncles, Wang & Kwok 2010). A valid and reliable knowledge of how 
Chinese consumers respond to brands provides the foundations for brand 
managers to be able to successfully address these challenges in the Chinese market. 
In particular, Cayla and Arnould (2008) call for both branding researchers and 
managers to develop marketing reflexivity to question and adapt the basic 
assumptions and premises that have been developed in one context before applying 
them in a different context. Over the next ten years, it seems China will change 
from an investment-led economy to a consumption-led economy, evolving from 
'Made in China' to 'Sold in China'. Keeping pace with these changes will require 
responsive and accurate brand management practices. 
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